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Budget Conference Committee Update

Intoday’s morning session, the conferees focused on reducing state expenditures to close
the State budget gap. Presentations were made by Senators Richard Polanco and Dick
Ackerman (one of the budget conferees), and Legislative Analyst Elizabeth Hill. Copies
of Senator Ackerman’s and the LAO’s proposals are contained in Attachments | and I,
respectively. Senator Polanco’s suggestions were limited to the State Department of
Corrections and the California Youth Authority.

Senator Ackerman, who was speaking for the Senate Republican Caucus, claimed his
proposals would save the State an estimated $1.1 billion. Among them is the retroactive
elimination of the State’s annual $30 million contribution for the County’s Section 1115
Medicaid Waiver. In explanation, he notes: “It is unlikely that Los Angeles County will
succeed in its efforts to transition to more efficient outpatient health care given its past
experience. The County can renegotiate the waiver with the federal government....”

The following are the LAO’s options for improved efficiencies or service reductions that
would impact the County:

. A county share-of-cost for the Early and Periodic Screening, Diagnosis and
Treatment Program;

. Reduced funding for the Children and Adult System of Care programs;
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. Deferral of State-mandated reimbursement for education-related mental health
programs;

. Reduction in the frequency of social workers and probation officers visits to Group
Homes;

. Suspension of new enroliments in Supportive Transitional Emancipation Program
(STEP) during the budget year;

. Limiting the growth of Foster Family Agencies’ placements;

. Suspension of the supplemental clothing allowance for foster care children; and

. Suspension of emancipated foster youth stipends.

The Committee reconvened in the afternoon, at which time Senator McClintock and other
members presented ideas on how to reduce State spending. Senator McClintock’s
remarks are contained in Attachment Iil.

Pursuit of County Position on State Budget ltem

Community Service Block Grant (CSBG) Allocation Formula. Earlier this week, the
Budget Conference Committee adopted budget trailer bill language by Senator Wesley
Chesbro which would permanently change the CSBG allocation formula to guarantee a
minimum percentage of Federal CSBG funds to minimum funded agencies. Minimum
funded agencies are Community Action Agencies in smaller counties that already receive
a favorable exception to the poverty to population ratio used to determine funding.
According to the Department of Community and Senior Services (DCSS), the potential loss
to the County CSBG program from this proposal would be $142,136 in 2002 and $711,000
over three years.

During its deliberations on the budget, the Assembly adopted the position that the State
should assess the impact of the 2000 Census data on allocations before adopting changes

in the existing allocation formula. Therefore, DCSS recommends that the County
oppose the Senate budget trailer bill language and support the Assembly position
to use the 2000 Census data to revise the CSBG allocation formula, and we concur.

Pursuit of County Position on Legislation

SB 1396 (Dunn), as amended on May 28, 2002, would require a local sheriff and presiding
judge to develop a court security plan and enter into a Memorandum of Understanding
(MOU), specifying the level and cost of court security services, as well as the terms of
payment. It would also permit the court to contract for those services that are consistent
with the contract law enforcement template which has been compiled by the California
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State Sheriffs’ Association and the Judicial Council. Allowable costs would include
lieutenants and captains who provide court security.

According to the Sheriff, under current law, the County only receives reimbursement for
personnel up to and including the rank of Sergeant. The Sheriff, who is a co-sponsor
of SB 1396, supports the bill because it will allow him to receive reimbursement for
personnel through the rank of Captain, and we concur. Support of SB 1396 is
consistent with the Board's position to seek full reimbursement for costs associated with
providing court security, as requested by Supervisor Antonovich at the May 14, 2002 Board
meeting.

SB 1396 passed the Senate by a vote of 38 to 0 on May 29, 2002, and was sent to the
Assembly where it awaits assignment to a committee. Supporters include: Judicial
Council, California State Sheriff's Association, and California State Association of
Counties. There is no opposition on file.

Our search of current legislation found no bills that could be amended to increase the
Sheriff's reimbursement for housing State inmates in County facilities. According to our
Sacramento advocates, it is unlikely that an author will be willing to amend a bill that would
increase State costs. However, according to the Sheriff, the Department’s contract with
the State which establishes the daily reimbursement rate for housing State inmates,
expires on June 30, 2002, and is currently being renegotiated.

Status of County Interest Legislation

County-supported AB 2075 (Chavez), would expand the requirement for the convicted
to pay the reasonable costs incurred by a probation department including payment for
pretrial monitoring, investigation, and reports, as well as post sentence investigations and
reports. The bill passed the Assembly on May 23, 2002, and was sent to the Senate
Public Safety Committee where it awaits a hearing date.

County-supported AB 2238 (Dickerson), which would prohibit any State or local agency
from posting on the Internet, the home address or telephone number of any public official,
their spouse or children who reside with them, was substantially amended on May 23,
2002. The provision prohibiting public agencies from disclosing a public safety official’s
name in association with their home address and phone number, was deleted. Instead,
the Judicial Council is required to report to the Legislature on how public agencies could
protect information regarding public safety officials. AB 2238 passed the Assembly and
was sent to the Senate Public Safety Committee on June 4, 2002, where it awaits a
hearing date. Our Sacramento advocates will continue to support AB 2238 because it still
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prohibits a person from knowingly posting this information about any elected or appointed
official on the Internet and requires a study to determine how public agencies can protect
the information.

County-opposed SB 910 (Dunn), which would require local agencies to adopt a Housing
Element that complies with State priorities or be penalized by a fine and/or the loss of
funding for local streets and highways, was amended on May 30, 2002, to eliminate the
loss of funding for streets and highways as a possible penalty. SB 910 remains in the
Assembly Local Government Committee and is scheduled to be heard on June 5, 2002.

The Department of Regional Planning, League of California Cities, California State
Association of Counties, and the American Planning Association continue to oppose
SB 910 because it requires local governments to implement additional public participation
requirements in preparing a Housing Element, leaves the issue of penalties open, and
does not resolve conflicts in State laws which makes it difficult or impossible to create a
compliant Housing Element. Therefore, our Sacramento advocates will continue to oppose
SB 910.

County-opposed SB 1481 (Polanco), was amended on May 7, 2002, to state thatinmate
welfare funds shall not be used to pay required county expenses of confining inmates in
a local detention system, such as meals, clothing, housing, or medical services or
expenses, except to augment those required county expenses as determined by the sheriff
to be in the best interests of inmates. It passed the Senate and was sent to the Assembly
Committee on Public Safety on May 23, 2002, where it is scheduled for a hearing on
June 11, 2002.

County-opposed unless amended SB 1521 (Kuehl), which would require the State
Office of Planning and Research to develop model planning practices and policies that
emphasize land uses that are economically, socially, and environmentally sustainable, was
amended on May 24, 2002, to add a statement of legislative intent that the Office of
Planning and Research should give priority to the development of model planning practices
and policies. SB 1521 passed the Senate and was sent to the Assembly on May 29, 2002,
where it awaits assignment to a committee. Our Sacramento advocates will continue to
oppose and seek amendments to SB 1521 that will give local jurisdictions another year to
conform with the model planning practices and policies, and increase local government
representation on the advisory council.

County-opposed unless amended SB 1793 (Burton and Karnett), which would
eliminate the Youthful Offender Parole Board and divide its responsibilities between the
Juvenile Courts and local probation departments, was amended on May 28, 2002 to make
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the bill effective on July 1, 2003. SB 1793 passed the Senate on May 29, 2002, and was
sent to the Assembly where it awaits assignment to a committee. Our Sacramento
advocates will continue to oppose SB 1793 and seek amendments to assure cost
neutrality.

County-supported SB 2057 (O’Connell), which would make a person who knowingly
makes a false report to any agency or agency official responsible for conducting search
and rescue, guilty of a misdemeanor, passed the Senate on May 28, 2002, and was sent
to the Assembly where it awaits assignment to a committee.

We will continue to keep you advised of any new developments.

DEJ:GK
JR:md

Attachments

c. Executive Officer, Board of Supervisors
County Counsel
All Department Heads
Legislative Strategist
Local 660
Coalition of County Unions
California Contract Cities Association
Independent Cities Association
League of California Cities
City Managers Associations
Buddy Program Participants
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Bringing the Budget Under Control
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Weekend: John Stoos
916/451-5660

Senator Ackerman yesterday asked me to offer some thoughts on how Califomia’s
spending can be brought back under control. As I said to the Senate, this is a systemic and
pervasive problem that must be addressed at three levels.

Long term, the Gann Spending Limit, that restrains expenditure growth to the
combination of population growth and inflation, must be restored. If the Gann Spending Limit

had been restored at the outset of this administration, the situation faced by this committee would
be very different.

This year’s budget would still reflect a 20 percent increase over the last four years.
Twenty Percent. I think very few families outside of government have seen a 20 percent growth
in their income over the last four years. But instead of a $24 billion deficit, we would in fact
have a $38 billion cumulative surplus. ‘

I want you 10 examine that claim very carefully. Ask the legislative analyst to confirm it.
It is important. If these numbers are accurate, it means that the discussion we would be having
today would be, “how do we rebate an average of $4,500 to every family in California”’

Such a measure 1s now pending beforc the legislature as SCA 16. It should be a
prerequisite 10 ANY budget decision. Does it help us this year? No. But it does prevent this
sttuation from ever happening again.



id 3/005
UD/VI/UZ l4a:1( FAA Y16 445 1424 LA CO LEG REPS B idoo
Jun-07-2002 01:06pm From- T-868  P.DD2/004 F-077

The mid-term approach, which must also be launched now, requires a comprehensive
management review of every office and agency within the state government. This is the purpose
of the Bureancracy Realignment and Closure Commission that I proposed in 1997 and again in
1999, and that is now pending consideration in the Assembly, It is modeled on the Federal
Military Base Realignment and Closure Commission and is designed to remove the evaluation of

the state’s burcancracies from special interest influence and 1o present a comprehensive plan to
the legislature.

At the same time, the Grace Commission iropaneled by President Reagan in 1981 also
offers us a model for the omside management review of the state’s service delivery systems.

A line-item by line-item review of expenditures is desperately needed, but it cannot be
done on the fly or under the immediate pressures of a rapidly approaching budget deadline. But
unless these efforts are initiated now, as part of the budget solution, we'll be facing growing
problems in future years.

For example, had the BRAC been commissioned in 1997, its work would be complete
and this year’s budget problem would be greatly reduced, if it existed at all. That is not an idle
boast. That is the practical experience of the federal govemnment using a nearly identical model.

Had a California Grace Commission been impaneled just four years ago, this committee
would have a line-item by line-item evaluation of the options available 10 it without increasing
taxes or affecting vital expenditures.

So these long and mid-range solutions are just as much an immediate issue for this
committee as any line item in the budget now before us.

That this brings us to the immedijate problem. What can we do to make it more efficient
right now?

We must begin by applying the first rule of holes: “When you’re in one, stop digging.”

All general fund capital projects must be deferred. In the past, construction ceased on
this Capitol building for a long period of time for lack of funds, When prosperity returned, work
resumed. And by the way, that should also inchude all furniture acquisitions, vehicle
acquisitions, all remodeling. It also means no new hiring. And for heaven’s sake, halt all major
computer and computer software acquisitions until we establish some sort of competence to our
oversight mechanisms.

Meanwhile, an immediate moratoriom should be placed on long-term debt instruments.
Debt service is rapidly consuming an increasing portion of this and future budgets. When you’ve
just lost your job, you don't take out 2 home improvement loan,

New programs and program enhancements initiated this year and last year should be
immediately deferred,
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Next, identify and eliminate state bureaucracies that merely duplicate agencies at the
federal or local level — or that merely duplicate private agencies, These are fanctions thar are
being performed anyway — perhaps not precisely as we would like, but that are sl being

performed and will continue to be performed while we take a break to get our house back in
order,

For example, Cal-OSHA and Cal-EPA are entirely duplicative of the Federal OSHA and
the Federal EPA. We have parallel state and federal banking agencies. There has never been an

evalnation, 10 my knowledge, of the extent that our state agencies simply duplicate federal
functions.

- Meanwhile, many siate agencies needlessly duplicate the functions of local governments.
The State Architect's office, duplicates local planning department fimctions, The State Fire
Marshal duplicates local fire department functions, It is human nature to want to have a hand in
everything. But we don’t have the resources to do that. Removing duplicative jurisdictions and
agencies is an important place to start,

And finally, we need to climinate the duplication of functions that private interests
perform anyway. An example: the entire Trade and Commerce Agency simply duplicates what

the Chamber of Commerce and other business interests used to do on their own - with their own
money.

The liquidation of idle state assets would produce considerable one-time savings, I
would begin with acquisitions made over the last two years, When a family sobers up afier a

spending binge, sometimes it has to return the siuff and fsay, *“we just can’t afford this right now
until we’re back on our feet.”

The major area of savings — and increased servicg — is in the operarional changes
available to the budger. For example, according to a islative Analyst’s Office analysis from
1997, a pre-paid, refundable tax credit could replace the fentire Healthy Families Program,
providing greater coverage to far more people at vastly lower cost. Classroom-based accounting
systems could dramatically reduce the enormous amount of education dollars that are absorbed
into the bureaucracies, Conforming state prevailing wage law to the Federal Davis Bacon Act
would save several hundred million dolars annually. By the way, those measures have been
before the Legislature this year, but have been killed. 5

I would suggest a special session of the legislature immediately following the budger that
does nothing but intensely evaluate every programmatic change available to us. In advance of
the work of a BRAC or a Grace Commission, we could also ask some haunting questions like,
“Do Californians really need to be protected against a ball haircut by the Board of Barbering and

Cosmetology?” or, “to be protected against a mismatcbcsi sofa by “the Burean of Home
Fumishings.” !

|
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But let me make repeat some immediate suggestions for budget savings:

* According to the LAO, fajlure of the state 1o conform to federal welfare eligibiliry
standards costs the state general fund over §1 billion annually,

* Cutting general fund support for the Trade and Commerce Agency would save $60
million,

in excess of $100 million in the first year, Shifting state income taxes to a straight
percentage of federal tax liability would easily save $100 million more.

* All vacant staff positions should be de-funded for savings estimared at over $400
million.

There are six simple steps right there, saving nearly $2 billion. That’s on top of the
general reforms I just outlined that could clearly save several billions of dollars more. That’s on

top of the LAO’s recommendations presented today. That’s on top of the Republican Caucus
recommendations presented today.

Ileave you with this perspective. Across the Colorado River sits the state of Arizona.

Arizona is in the middle of the desert — and yet there’s no threat of a water shortage.
They have among the highest per capita electricity usage in the nation, and yet there is no
elecmricity shortage. Their population has grown three times faster than California’s during the
past decade, and yet there is ample housing at every income level. They spend much less for
their schools per pupil, but they significantly outperform California in every measure of
academic achievement, Their highways are rated among the best in the nation,

They spend $1,800 per person. We spend $3,000 per person.

And don’t blame Proposition 13. They have the same one percent property tax cap and
their local per capita expenditures are lower than ours.

You needn’t even look across the state line, Here in California, under Gov, Pat Brown,
we were providing a first-rate level of services, He spent $250 per person his last year in office —
that cquates to about $1,300 per person in year 2000 nflation-adjusted dollars.
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